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Introduction


Adapted from Johnson and Scholes 2004 [2]


Starbucks has become one of the biggest coffee shops in China. China market is also very significant for Starbucks. In this assignment, I’m going to discuss the strategy of Starbucks in China market. Most of the strategies of Starbucks in China market have achieved the positive influences in China.  I will use SWOT, CSR and PEST these three strategy methods to analyze the strategy of Starbucks. I use SWOT and PEST to analyze the situation of Starbucks in China. In addition, I use CSR to analyze one of the Starbuck’ strategy in China, which is providing insurance plan for some of their employees.  In the end there are some recommends that Starbuck could take and the suggestions that Starbucks should improve in my perspective.





1.1Company background


The Chinese market has evolved into the second largest market outside of the United States with stores being found on the main blocks of most developed cities in China. A cup of the most common coffee in Starbucks is more than 30 RMB. However, the high price does not deter people's enthusiasm for Starbucks nor consumer loyalty, which is closely related to Starbucks's business strategy.


1.2 Objectives of the report

Analyze, in detail, Starbucks’ marketing strategy in China including its advantages and disadvantages . 
In addition, analyze the Chinese marketing environment of Starbucks and discuss the current marketing strategy.
This report will mainly analyze Starbucks’ SWOT, corporate social responsibility and PEST.


1.3 Competitive Strategy

1. Providing an insurance strategy to help thousands of its workers’ aging family members in China .
2. Combining the local Chinese tea culture, through launching the tea series in all Chinese Starbucks stores.
3. Positive and optimistic approach to the China market, by planning to open 500 physical store in China this year alone.

4. Initially opening stores in well-developed coastal cities in China and then the developing cities to expand its stores step by step.







Main findings

2.1  General overview of appropriate strategy



Starbucks took good use of China market and Chinese traditional culture. the strategies of Starbucks in China are good strategies that are bold, deliberate, simple and clear like Mintzberg said. The strategies not only could have profits, but also have big challenges, risk, weakness, etc.   

2.2 Strategy analysis

Starbucks’ SWOT Analysis

1.Strengths 
Starbucks has a strong brand presence in China, its name is increasingly known over any other coffee brand. In addition, Starbucks has high corporate social responsibility, which is apparent through improving “environmental quality”, rewarding the corporate partners and the farmers in Starbuck’s coffee producing areas, etc. In addition, Starbucks invests 40million CNY to building “STARBUCK CHINA EDUCATION PROJECT”, showing the brand to be invested in the futures of all members of the community. [6]
What’s more, Starbucks also combines the local Chinese tea culture, through developing and launching the “ tea series” in Chinese Starbucks stores.[1] This made the brand to be invested in the futures of all members of the community.
(Organized from Starbucks China official website, China CSR Map website. )

Furthermore, the location of stores have very good superiority, being able to occupy a more favorable properties in the bustling area of China's developed cities, some developing cities. The best location of Starbucks shops not only attracts more people to go into their shops, but also contributes to their prominent street-side advertising.


2. Weakness
Starbucks position itself as “The Third Place” [3], which neans that customers tend to spend long periods of time in the stores to work and meet.  The activity therefore prevents other potential, paying customers from using the facilities, resulting over time in a very low turnover. Secondly, because of the limited career prospects of the foodservice industry, the staff turnover is high. This means that there is a large spend on employee training fees each year is quite large. What’s more, Starbucks has implemented a high-priced positioning strategy. The cost of Starbucks’ products is higher than most of other comparable coffee shops in China. Which means that it is marketed to mainly white-collar workers, so its client group is more limited. 

3. Opportunities
China's is a consistently developing economy. From 1979, China's economy developed steadily, creating a huge consumer market and forming a growing and demand-led client market and forming the most significant target market for Starbucks. 
China's coastal areas have enjoyed an earlier and faster development. Those are also Starbucks's preferred shop-opening cities. But as the development of china economy, more and more areas become Starbucks' future target markets. 


4.Threats
Firstly, as the economy develops at an ever increasing speed, Starbucks is facing ongoing threats to its success. Opening each Starbucks store costs approximately 3 million CNY, which means a need for regular trade and brand buy-in. 
Secondly, with the opening of the coffee market in China, there are other international coffee companies have entered the Chinese market. This will result in fierce competition.
Thirdly, Starbucks is come from America, the culture of this company is quite different with Chinese traditional culture. The way to reduce cultural conflicts in the strong tradition of culture is quite a big challenge for Starbucks.





Starbuck’s CSR analysis

Advantages:

 (
It supports public value outcomes
It supports being an employer of choice
It encourages both professional and personal development
 
It enhances relationships with clients
The ability to have positive impact in the community
Top
 5 benefits of C
S
R
)July 24, 2015 | Posted by: Samantha Muir [8]

1.
 Firstly, positive CSR not only encourages employee investment and loyalty, Starbucks also integrates with family life, which maintains employee confidence in the company's development and growth. This form of policy encourages those working in the foodservice industry to see a career in Starbucks as a long-term option. This family-focused policy will therefore attract and retain a high calibre staff, and also reduce the reoccurring cost that comes with training new employees. Furthermore, this activity can improve Starbucks’ social influence as more and more Chinese can relate to the brand , which will leave a positive impression on them. The aims of such a strategy would hopefully increase the clientele to the stores.

2.

With Starbucks is intending to open approximately 500 physical stores in China. This development will work to improve Starbucks’ social influences and integration within the community as a “family name” and “family brand”. The more that Starbucks promotes staff welfare and prioritises its investment in “people”, it would result in acceptance as a Chinese focused brand, seeking to lay a good foundation for development in China and the treatment of the workforce.
Starbucks has realized three of Muir’s top 5 benefits of CSR in this way of working. First, it has the ability to have positive impact in the community. Second, it enhances relationship with clients. Third, it supports being an employer of choice and forth, it supports public value outcomes.


Disadvantages
1. The plan to enhance its presence in China would cost millions of dollars a year. Although China has become the second large market of Starbucks, the high rate of expansion would cost a significant amount of money. Although this would influence the total assets of Starbucks and the potential revenue, it could be too fast to keep stable financial growth, which would put the welfare of the employees and their families at risk.
There are 40,000 employees in Starbucks shops. Most employee can not enjoy the company’s benefit. 



Starbucks’ PEST analysis
There are some differences in PEST analysis method, but commonly it should analyze political, economic, social and technological 4 major types of business influences on environment factors. In simple terms, it is called PEST analysis.

Political

The first political facet to consider is China's improving legal system and the area of patent protection. China is working to “crack down” on illegal competition and seeking to protect the rights and interests of consumers as well as businesses. This creates a strong legal presence for the development of Starbucks.

China took part in WTO (International Trade Organization) in 11 of December in 2001. This is a  good foundation for Starbucks  running in China market.  


Economic
First of all, China is still classified, in some areas as a developing country. However, with its rapid economic development, increasing national income leading to a growing disposable income, there is a higher market for consumable goods. This growing market is ripe for Starbucks. Secondly, the government is focusing on policies to stimulate domestic consumption, which means that consumption is working to drive economic development and promote overseas investment.


Social
“The core values of Starbucks seek to relate to the “humanity” in people. The company emphasizes that caring for the environment is just as important as caring for our communities.” [11] This values to pursuit of harmonious interpersonal relationships with the environment, which is readily accepted by the Chinese people.

Throughout the current century, China has begun to accept Western culture within its own. In particular, after China's reform and “opening up”, China has more cultural, social, and business exchanges with “the West”, particularly in the pursuit of Western lifestyles by young people.


Technological
Starbucks has diversified the way the Chinese people see the production, manufacture and consumption of coffee. ,In many cases China is still relatively rudimentary in its coffee manufacture, whether this is the roasting technology of coffee and beans or the filtering technology of finished coffee products. This infant industry is gathering momentum and developing a “coffee-culture” for the rising middle-classes of China. 



3.0 Conclusion
In conclusion, this assignment discussed and critiqued the strategy of Starbucks in China, detailed the Starbucks’ SWOT; Starbucks’ Corporate Social Responsibility and Starbucks’ PEST analysis. Starbucks, through a variety of strategy, marketing and positive brand management has enhanced its name to be recognized widely throughout China as a status symbol. It has also strategically made use of China's fast-growing economy to continuously expand its presence in the Chinese market. This integration has been through increased employee loyalty, integrated Chinese traditional culture, etc. however the continued rate of expansion is at a very high risk. Starbucks still has many challenges in the Chinese market.


4.0 Recommendations
1. Slow down the expansion rate of Starbucks in China. The high expansion rate would influence Starbucks financial amount and some other parts of company’s development. Slow down the expansion rate of China and open more physical stores in other developing countries. 
2. Do more activities with less cost. Providing insurance to some of Chinese employee costs a lot of money, expanding Starbucks physical stores also need money. I recommendation Starbucks do more activities with less cost, like organizing employees and Starbuck customers do volunteer work in weekends, or holding festival event in their stores. 
3. Investing some other new areas or purchasing other coffee companies to reduce market competitiveness and expand the size of the company at the same time. Starbucks is one of the most influential coffee brand in China, but there are some other coffee brand also have big part of China, like Coats, Pacific coffee, etc. 
4. Implementing an order online and home delivery service. Most of Starbucks' customers are white-collar professionals, which would suggest mainly office workers. Therefore implementing this service would introduce an element of convenience. 
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The best strategies are clear, simple, deliberate, and bold, like those of the heroic leaders of the
‘most interesting cases. (Strategy, action and an MBA education, Mintzbera, HenryPAGE21) [5]-
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“Starbucks now has 2,000 stores across 100 cities in China, and the company plans ©
‘open 500 addifional stores per year over the next five years in China—more than a store
per day. “[4]
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“Starbucks will provide an insurance plan to help thousands of its employees in China care for their
‘aging parents, as the global coffee chain sticks to its ambitious expansion plan in the traditionally.
tea-drinking country. <

According to the company, full-time employees on the Chinese mainland with parents under the
age of 75 years can apply for the China Parent Care Program, which covers medical treatment for
30 common criticalillnesses among the elderly in China. More than 10,000 parents are expected to

benefit it said.” [7}
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“THE 21ST CENTURY WILL BE THE CENTURY OF THE SOCIAL SECTOR ORGANISATION. THE MORE
ECONOMY, MONEY, AND INFORMATION BECOME GLOBAL, THE MORE COMMUNITY WILL
MATTER. "PETER F. DRUCKER, FOUNDER OF THE DRUCKER FOUNDATION [}
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PEST analysis is an analysis of the political, economic, social and technological factors in the
external environment of an organization, which can affect s activities and performance 10}
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“strategy is the direction and scope of an organisation over the long term, which achieves
‘advantage in a changing environment through its configuration of resources and competences
with the aim of fulflling stakeholder expectations.” (Johnson et al 2011)[1]-
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“Starbucks opened its first store in China, Taiwan .In 2011, there were only around 400 Starbucks
in China, but today the number has soared to 2,800.” [3] “ And the coffee chain’s footprint has
‘gone beyond major metropolises to 127 cities with approximately. About 40,000 people were
employed.” 4]




